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= Relatorios de
 Sustentabilidade: o Caminho
para uma Performance
Nitidamente Melhor

Por Paul Hohnen*

Afinal o que é exactamente o
desenvolvimento sustentavel?

Apesar de toda a informacao
acerca de desenvolvimento sus-
tentavel, uma vez que existem
mais de 4 milhdes de sites na
internet que contém o termo, a
realidade é que a maioria das
pessoas nao sabe o que significa.
N&o sabe também o que é um
relatério de sustentabilidade.
Afinal, o conceito de desenvolvi-
mento sustentavel tem apenas
uma ou duas décadas de existén-
cia e, por outro lado, o conceito
de relatério de sustentabilidade
tem apenas cerca de cinco anos
de idade. Hoje em dia os
empresérios ouvem frequente-
mente discursos sobre estes
assuntos, por parte da comuni-
cagao social, dos trabalhadores,
dos clientes, dos governos, das
ONGs e mesmo por parte dos
accionistas, mas os detalhes
praticos ainda estao em falta.

Desenvolvimento sustentavel é
vagamente definido. Articulado
na Comissédo Mundial para o
Desenvolvimento Sustentavel, em
1987, incorpora a proposicao de
que cada geracao deveria garantir
que o seu desenvolvimento é
implementado de modo a que as

geragoes futuras sejam também
elas capazes de assegurar o seu
proprio desenvolvimento. No
entanto, esta definigdo nao
fornece nenhuma orientacéo
concreta as empresas sobre 0
que significa sustentabilidade ao
nivel empresarial, nem sobre o
modo como tal pode ser
alcangado.

Existem dois factores bésicos
acerca do desenvolvimento sus-
tentavel.

O primeiro é que, ao nivel global,
0 modelo corrente de desenvolvi-
mento econdmico ndo pode con-
tinuar. Actualmente, estamos
simplesmente a usar demasiadas
matérias primas a um ritmo
demasiado acelerado e os nossos
residuos acumulados estdo igual-
mente a causar problemas ambi-
entais e de satide. Demasiadas
pessoas estdo presas na pobreza
e deixadas completamente de
parte no processo de desenvolvi-
mento mundial. Tudo isto foi
aceite pelos governos mundiais
em ambas as Cimeiras da Terra,
em 1992 e em 2002.

O segundo assenta no facto de,
ao alcancar-se o equilibrio entre
geragoes presentes e futuras, o
homem precisarg de analisar as
suas opgdes econdmicas, sociais




* e ambientais. Nado podemos ter

crescimento econémico que nao
respeite 0 homem e 0 meio
ambiente. Mas, igualmente, nao
sera possivel alcangar os objecti-
vos ambientais e sociais sem
manter e, mais justamente, par-
tilhar o desenvolvimento
econdmico. Através da criacao de
emprego, de financiamento, de
novas tecnologias e de capaci-
dades empresariais, as empresas
e 0 mundo dos negocios tém um
papel chave a desempenhar na
ajuda que podem dar para o
alcance de um mundo mais sus-
tentavel.

Existem, no entanto, dois des-
fasamentos no que respeita ao
desenvolvimento sustentavel. O
desfasamento entre 0 modelo de
desenvolvimento corrente e o que
necessitamos para-se tornar sus-
tentavel e o desfasamento da
informacéo, nomeadamente no
significado da sustentabilidade,
ao nivel sectorial e individual de
cada unidade de negdcio. Os
governos tém concordado em
muitos tratados e leis relativas a
assuntos como emissdes quimi-
cas, alteragdes climaticas, con-
servagao dos stocks de peixe e
da floresta, mas nenhum deles
tem qualquer orientagéo dirigida
as empresas, no que respeita ao
que efectivamente necessita de
ser feito e a0 modo como esses
objectivos podem ser alcangados.

Como é que um relatdrio de sus-
tentabilidade pode ajudar?

E aqui que o relatério de sus-
tentabilidade se torna importante.
O conceito de relatar a sus-
tentabilidade emerge, primeira-
mente, como uma resposta direc-
ta ao reconhecimento de que era
urgente operacionalizar o con-
ceito de desenvolvimento susten-
tavel: a sua integracdo nas prati-
cas diarias das empresas e de
outras organizagdes.

O que faltava era um ferramenta
pratica que definisse e medisse 0
progresso no alcance do desen-
volvimento sustentavel, de um
modo credivel, transparente e
consistente. Reconhecendo que
nenhuma ferramenta poderia ser
perfeita numa fase inicial, teria
de ser flexivel e baseada em
principios de melhoramento con-
tinuo.

O Global Reporting Initiative
(GRI), foi criado em 1997 e tem,
como principal objectivo, a cria-
¢ao de uma estrutura que promo-
va o desenvolvimento e 0 acordo
entre os indicadores principais do
desenvolvimento sustentavel. O
GRI, com sede em Amesterdao, é
revolucionario em dois aspectos
importantes:

® Visdo tripartida : até ao surgi-
mento do GRI, nao existiam
esforcos de coordenagéo que jun-
tassem os aspectos econémicos,
sociais € ambientais na perfor-
mance de uma organizacao.
Existiam codigos, linhas orienta-
doras e standards, mas usual-
mente dirigidas a uma dessas
vertentes, nao juntando esses
trés aspectos numa mesma pers-
pectiva. As Sustainability
Reporting Guidelines, do GRI,
fizeram com que todas as organi-
zacOes possam medir e, se 0
desejarem, reportar a sua per-
formance nessas trés areas.

® Multi-stakeholder : Antes da
criacdo do GRI, os indicadores de
sustentabilidade eram deixados
por definir, ou eram definidos ao
nivel nacional ou sectorial. Isto
significa que nao eram relevantes
do ponto de vista global, ou legi-
timos aos olhos dos outros sec-
tores da sociedade que ndo
estivessem envolvidos nesse
processo. Pelo contréario, o
processo implementado pelo GRI
envolve a participagao dos princi-
pais sectores ndo governamentais

da sociedade: empresas, presta-
dores de servicos, organizacoes
de trabalho, Organizacoes Nao
Governamentais (ONGs) e univer-
sidades. Este modo de operar
transforma-se num processo de
Multi-Stakeholder, onde se
encontra um consenso sobre 0s
indicadores globalmente rele-
vantes e comparaveis.

Ha cinco anos atras, apenas uma
méao cheia de empresas reportava
algo mais do que os seus
relatérios de contas. Hoje, mi-
thares de empresas divulgam
alguma informacao néo rela-
cionada a sua performance finan-
ceira, usando de alguma forma
indicadores de sustentabilidade.

Mais de 400 empresas em 43
paises do mundo usam as guide-
lines definidas pelo GRI, e este
numero esta a crescer rapida-
mente’.

Cerca de 417 organizagdes em 43
paises usam a guidelines do GRI

6% 5%

& Africa

ClAsia

O Europa

DO Ameérica Latina
O Ameérica do Norte
B Oceania

48%

Crescimento de organizagbes a usarem
as guidelines do GRI

1988 1998 2000 2001 2002 2003 2004 2005

O GRI tornou-se naquilo que
alguns chamam de "padrao de

1- Para mais informagoes ver
www.globalreporling.org

Revista Impactus 2 I




CASE STUDY PRODUTO

oo pala reportar a sustentabili-
dade. Isto ocorre devido ao facto
tlo ter sido oficialmente reconhe-
cido (por exemplo pela Cimeira
das Nacdes Unidas sobre o
Desenvolvimento Sustentavel em
2002 e pelo UN Global Compact
como a ferramenta preferida ao
nivel dos relatérios) e ter-se tor-
nado no lider de mercado, sendo
usado pelas empresas e pelos
seus utilizadores, como os ban-
cos e os investidores.

e

POy QUE reporiar & pare quem

Ao usar as guidelines do GRI, as
organizacOes podem comegar a
aprender o gue desenvolvimento
sustentavel significa na pratica.
Mas isso ainda deixa uma
questao: porque € que uma
empresa devera reportar os seus
activos néo financeiros? Afinal, a
divulgacao desta informagao nao
¢ mandataria?

Durante a Ultima década, surgi-
ram diferentes grupos de stake-
holders com interesses especifi-
cos acerca do desenvolvimento
sustentavel:

& Empregados: querem infor-
macao acerca do modo como a
sua empresa se esta a comportar
em relacao a planos de expan-
sao, fecho de fabricas e acerca
de problemas de salde e de
seguranca. Basicamente, procu-
ram informacéo acerca de tudo o
gue pode afectar 0 seu emprego,
as suas familias e as comu-
nidades locais. Se uma empresa
tem a capacidade de atrair e
manter os seus empregados,
necessita de emitir um sentimen-
to de confianca e de ter os seus
objectivos bem definidos e as
suas préaticas bem solidificadas.
Agui, o reportar a sustentabili-
dade pode ser uma ferramenta
poderosa na comunicagao com o
pessoal, de forma a compro-
meté-lo no esforco colectivo que
melhore a performance da
CIpesa.

& (Clientes: querem informacéao
acerca dos produtos e dos seus
processos de producdo. A quali-
dade do produto e, de um modo
crescente, 0 modo como foi pro-
duzido, sao factores que s&o tidos
em conta, tal como o preco, no
processo de deciséo do agente
econdmico. Tal como inUmeras
ONGs tém ilustrado, os direitos
humanos e as questdes ambien-
tais tém vindo a tornar-se nos
pontos centrais da exigéncia cres-
cente de transparéncia. Reportar
a sustentablidade pode ser usado
para informar os clientes sobre a
performance, construindo um
sentimento de confianca. Permite
ainda reunir ideias para melhora-
mento e reducao dos riscos de
boicotes e de outros ataques a
marca que possam existir.

& [nvestidores: querem infor-
macao que possa afectar a segu-
ranga do seu investimento.
Accionistas e gestores de fundos,
grandes e pequenos, necessitam
de um vasto legue de infor-
macao. No passado, esta neces-
sidade era colmatada com os
relatorios de contas. No entanto,
a série de colapsos financeiros a
que temos vindo a assistir na
primeira parte da década pre-
sente, diminui a confianca do
publico na gestéo corporativa e
no-tradicional relatério de contas.

Reportar a sustentabilidade é
agora usado de modo a ir ao
encontro da necessidade dos
accionistas de uma maior
transparéncia acerca da gover-
nacao da empresa, da gestéo, da
situacao financeira, das praticas
laborais, dos pensamentos
estratégicos e dos planos para o
futuro. Nos EUA, varios fundos
de investimento ético tém levado
a que os accionistas tenham
vindo a exercer uma pressao
crescente para as empresas
usarem as guidelines do GRI.

a3

& Agéncias de rating e bench-
marking: estas organizagoes
desempenham um papel impor-
tantissimo na definicdo do com-
portamento do investidor. Elas
adquirem informagao detalhada
sobre vérios aspectos financeiros
e nao financeiros das empresas.
Este interesse pode ser teste-
munhado pelo aumento de ques-
tionérios que estas agéncias,
junto com os gestores de fundos,
enviam frequentemente as
empresas . O facto de varias
instituicoes lideres de investimen-
to encorajarem os relatérios
baseados nas guidelines do GRI,
evidencia que o mercado esta a
espera de mais informacao do
que a exigida legalmente.

& Regulamentacéo: é necessario
encontrar o equilibrio entre as
exigéncias dos stakeholders por
informacgéo extensiva e detalhada
e as preocupacdes corporativas
acerca dos custos excessivos e
dos problemas associados a con-
fidencialidade comercial. Os go-
vernos e as entidades reguladoras
do mercado respondem as
mudancas de interesses e
definicbes sobre o0 que €, de
facto, informacao "material”, e
tentam encontrar um compromis-
SO que garanta um funcionamen-
to saudavel dos mercados. Como
€ demonstrado com a legislacio
de Sabanes-Oxley, nos EUA, os
legisladores podem agir rapida-
mente de modo a anteciparem
problemas ao nivel da
transparéncia. Em varios paises
(por exemplo na Franca e no
Reino Unido), a legislacao
requer algum tipo de informacéao
associada ao impacte social e
ambiental das politicas das
empresas. Também, e talvez mar-
cando uma nova tendéncia, a
bolsa de valores de Joanesburgo
exige que todas as empresas
cotadas preparem um relatério de
sustentabilidade e recomenda o
uso das guidelines do GRI.




@ ONGS: as organizacdes da
sociedade civil tém, frequente-
mente, um papel de guarda,
realcando e tornado visiveis
assuntos gue consideram nao
estarem a receber a atencgéo
necessaria. A Organizacao das
Nacoes Unidas, lista mais de
2350 ONGs que tém um papel
formal consultivo no Conselho
Econdmico e Social, o 6rgao
responsavel, entre outras respon-
sabilidades, pelo desenvolvimento
sustentavel. Varias ONGs exigem
agora a criagéo de leis ao nivel
da accountability corporativa. Os
relatérios baseados nas guidelines
do GRI e que contém con-
tribuices de ONGs constituem
uma base credivel para reportar o
seu desempenho ao nivel da sus-
tentabilidade, bem como no rela-
cionamento de longo prazo com
as ONGs.

® MMeios de comunicacao:
respondem ao interesse publico
sobre um assunto. Os avangos
tecnoldgicos tornam possivel que
as televisdes e os jornais tenham
acesso e reportem sobre uma
quantidade imensa de informacéo
de todas as partes do mundo a
uma velocidade incrivel. Os
relatorios de sustentabilidade
demonstram transparéncia acerca
dos objectivos da empresa e dos
Seus compromissos e podem ser
usados como uma vantagem
competitiva.

O business case existe?

A necessidade de reportar sobre
sustentabilidade parece assumir
uma importancia crescente na
gestdo organizacional. Existe um
imperativo para uma organizagao
bem gerida ser transparente para
si propria € para o exterior:

® (Gestdo: necessita de infor-
macao precisa e compreensiva
acerca de topicos como tendén-

cias de mercado emergentes,
interesses dos clientes e dos
fornecedores, politicas nacionais
emergentes, performance da pro-
ducao interna, atitude dos traba-
Ihadores e fornecedores.
Qualquer informacao que afecte a
performance, a marca e a repu-
tacdo é informacao "material"
para a gestdo. Os relatérios de
sustentabilidade podem ser usa-
dos para promover uma melhoria
na gestdo de informacao interna
e nos sistemas de monitorizagcao
da performance.

& fornecedores: necessitam de
uma informacgao clara sobre as
politicas com os clientes e sobre
as expectativas, de modo a ope-
rarem de forma eficiente. Num
mundo onde a subcontratagéo se
tornou pratica corrente, a opti-
mizacao da transparéncia associ-
ada a cadeia de valor do produto
tem assumido uma maior
importéncia. As marcas globais
sabem que essa ligacéo é poten-
cialmente positiva e igualmente
negativa. A reputacao destas
marcas globais é agora construi-
da a volta de componentes cuja
producdo nao sao capazes de
controlar directamente. Os
relatérios de sustentabilidade
constituem uma ferramenta que
assegura a qualidade do produto
ao longo da sua cadeia de valor.
Existe uma evidéncia crescente
de gue as empresas mais trans-
parentes nas suas actividades e
politicas sdo recompensadas pelo
mercado. De entre os varios
beneficios a niveis diferentes de
divulgacao temos:

® Diminuicao da volatilidade do
preco da accao;

® Custo mais baixo no investi-
mento de capital;

® Média mais elevada no preco
da acgéo;

@ Uma elevada reputacao na
gestao.

O aumento da transparéncia
tende a diminuir o risco dos
investidores virem a ser surpreen-
didos por novos desenvolvimentos
e a aumentar a confianca na
qualidade da gestao.

"Existe uma evidéncia
crescente de que as
empresas mais trans-
parentes nas suas
actividades e politicas
sao recompensadas
pelo mercado’.

As empresas que tém bons sis-
temas de recolha de informacéo e
de comunicagao, quer interna-
mente, quer externamente, estio
melhor posicionadas para identifi-
carem oS riscos e as oportu-
nidades, o que pode significar
uma maior resposta as mudancas
no mercado e a melhoria da per-
formance.

Conclusao

Os desafios do desenvolvimento
sustentavel tornar-se-do piores
antes de melhorarem. As empre-
sas e 0 mundo dos negdcios tém
um papel vital a desempenhar,
mas naoc 0 podem exercer sem
comunicar esse compromisso € a
sua performance aos stake-
holders. A sustentabilidade diz
respeito a todos. A estrutura
desenvolvida pelo GRI, através
das suas guidelines, esta a ter
um papel histérico no encoraja-
mento a continua melhoria por
parte de todas as organizacoes e
na procura de novas parcerias
que nos levem a outros progres-
S0S.
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Global Reporting Initiative picks up momentum

ANTHONY HARRINGTON

PERHAPS the most difficult hurdle faced by any new reporting mechanism, is how to achieve
comparability among reports.

It is more or less universally accepted that CSR reporting is a good thing, but without some
standardisation and agreement on what should be measured and reported on, it is extremely difficult to
see who is helping the planet and who is just looking to wallow in a fashionable green glow.

The need for common standards to report against is overwhelming, and it was a conviction that
something had to be done to generate international agreement in this area, that led to the permanent
establishment of the Global Reporting Initiative (GRI) in 2002.

Since then, after a predictably difficult and slow start, GRI has picked up speed and, as its latest report
for 2003, demonstrates, GRI now has what looks to be an unstoppable momentum. Its reporting'
standards are already adopted, in whole or in part, by around 300 of the world’s top companies and by
a number of national governments.

Commenting on the publication of the GRI‘s 2003 Report, the organisation’s chair of the board Judy
Henderson reminded everyone that as recently as five years ago, the concept of sustainability rep'orting
did not even exist. ' o : .

"GRI itself was only established as a permanent institution some 15 months before our publication of
the 2003 Report. However, as 2004 begins, there are now some 380 organisations around the world
most of them companies, that use the GRI sustainability reporting guidelines to report their
performance,” she comments.

With sustainability reporting, the devil really is in the detail. General guidelines are all very well, but the
key metrics for sustainability in the automotive industry are not the same as those for the financial
service sector or the mining industries, for example.

To address this issue, the GRI has produced a number of new sector specific reporting tools. It now has
sector supplements for the automotive, finance, telecoms and tour operators sectors. More sector
supplements are planned. '

The GRI is essentially a mechanism for drawing together the views on sustainability reporting from a
wide range of stakeholders, and its board accepts that a constant process of revision and amendment is
essential if the guidelines are going to map to the realities that both organisations and their many
stakeholders find meaningful. '

Accordingly, throughout 2003 GRI was involved in a global process of revising the guidelines it
published in 2002. It is also hard at work on two new sector supplements, for mining and metals, and
for public authority reporting. !

GRI accepts membership from corporates and government organisations, and has some 60 members
including Ford and General Motors. !

"By supporting GRI financially and in many cases by reporting using GRI, these organisations are at the
forefront of efforts to ensure the success of this sustainability initiative," says Henderson.

Roger Adams, the technical director of the UK Association of Chartered Certified Accountants, which has
run an awards programme for CSR reporting for the past seven years, is one of the founding members
of GRI. His involvement goes back to the pre-history of GRI, when it was simply a voluntary steering
committee.

"We were pretty naive about standards in those days,” he remembers. "We thought that if we could
only manage to define a global set of standards for sustainability reporting, then everyone everywhere
would jump into the air and shout Hurray." In fact, what they quickly discovered was the sector specific
nature of much of sustainability reporting.

e e .
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"The more we get out and talk to Socially Responsible Investment (SRI) fund managers and investors,
and to the preparers of CSR reports, the more it becomes clear that a sectoral guideline is the way that
everyone wants this project to go," he says.

Nevertheless, as Adams points out, much good work was done in the early days, in association with the
United Nations Environmental Programme.

"There were some 15 stakeholder groups and organisations from around the world represented on the
first GRI steering panel and our first meeting with the UN folks was at the end of 1997," he remembers.

The steering committee lasted until the end of 2001, when GRI acquired its present board structure and
was formally set up . It is now headquartered in Amsterdam, thanks to a million-dollar award from the
Dutch government and the City of Amsterdam

The nuts and bolts research work on the guidelines during these early years was handied by CERES in
Boston, and the Tellus Institute, which specialises in environmental economics and environmental
accounting. These two organisations drew up the first GRI guidelines.

So is Adams pleased with the progress made so far? Not really, he says.

"We would like to see far more companies adopting the guidelines. We have about 500 organisations
out there citing GRI as part of their reporting. However, the number of organisations who are claiming
to report fully in accordance with GRI is probably less than 50 in total," he comments.

This low number is explained in part by the fact that many companies who would expect to report in
accordance with GRI in 2004, would have taken the 2002 guidelines as the basis for putting formal
systems in place in their organisations through 2003, he suggests.

These organisations will have done the necessary testing and documentation work and will be in a
position to report in 2004.

Obviously, a huge boost for GRI would be to get formal endorsement from national governments or the
European Union.

"In 2004 we are looking for the EU to make recommendations at the reporting level for companies
publishing CSR reports and we expect to see GRI being in there in a very important way," Adams says.

In its 2003 report, GRI sets it sights on having at least 600 corporate reporters (as it terms them) by
the end of 2005. In addition it expects to get public authorities, NGOs and international organisations in
increasing numbers using its guidelines. Already, governments in Canada, Australia, the Netherlands
and France have issued national level reporting frameworks based on GRI guidelines. ’

The GRI points out that the Socially Responsible Investment (SRI) community has grown remarkably
over the last 24 months. For the SRI community, the GRI reporting framework is increasingly seen as a
key tool to progress in many of the areas and sectors of interest to this group. SRI funds such as
Barclays, Calvert, Henderson, Hermes and Insight are all requesting companies to report on GRI
Guidelines.

One interesting point is that through 2003, some 15 companies in the US had shareholder resolutions
filed against them, demanding a CSR report based on GRI guidelines.

The trend of legal action against companies failing to comply with stakeholder interest in meaningful
CSR reporting seems to be gathering momentum.
This article:

http://scotlandonsunday.scotsman.com/business.cfm?id=435912004
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From Mr Paul Hohnen. ’

Sir, Readers over the past few days
will be rightly perplexed about the
significance of non-financial data to
assessments of a company’s
performance. On the one. hand, it is
contended by one US academic that

“non-financial measures just don’t add
up” (March 29). On the other, the FT
reports growing market interest in
non-financial data, on the part of both
fund managers (“Fortis plans CSR
action in Europe”, March 29) and
rating agencies (“*Companies face an
avalanche of quwnonnalres" March
26).

They might consider three pomts
First, non-financial performance is
difficult to measure. This is precisely

Why the giobal reporting initiative
(GRI) was developed. When it was
created five years ago, few companies
reported pon-financial performance
ihformation because it was not

. cumparable. Now, however, more than

400 companies in some 40 countries
prepare reports using the GR1
guidelines.

Second, the issue of questmnnalre
fatigue” is probably one of the many
reasons these companies use the GRI.
Because GRI indicators correspond in

large measure with guestions from SRI

(socially responsible investment) fund
managers and ratmgs agencies, a
GRI-based report can be an effective
first response to incoming
questionnaires.

Non-ﬁnanmal reportmg 18 set to grow in unportance

Third, as to the contentlon that
reporting companies do not see the
benefits, various studies confirm what
seems intuitive: that greater
{ransparency translate$ into higher
market trust, with a positive impact on
share price.

As non-financial reporting develops

further, including through software

applications that will make reporting
easier and of higher value o all users,
many see nop-financial reporting as

" significant in this century as financial

reporting was in the last.

Paul Hohnen,

Strategic Development Director,
Global Reporting Initiative,
Amsterdam, The Netherlands
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Fortis plans CSR action in Europe R

ByPauUDavia

Fortis Investments is aiming
to improve corporate social
responsibility by systemati-
cally voting down the
reports and accounts of
European companies that do
not match its standards in
the upcoming annual meet-
ing season.

The fund management
arm of the Belgo-Dutch
financial services group has
contracted Deminor, a
Brussels-based research and
ratings agency, to apply a
set of CSR disclosure stan-
dards and issue an alert
when a company Ialls below
a defined sector threshold.

“We will be using our
voice to promote minipuum
standards, sending a helpful,
constructive signal about the

need to improve,” said Stew-
art Armer, head of product
specialists at Fortis.

Brand protection has been

the strongest motive for

companies to lift standards
in the past, leading these
closer to consumers to
improve sgoner.

But Mr Armer said institu-
tional investors now faced
pressure from governments

" to exert greater influence

over companies’ behaviour.

“National governments
have less influence over
transnational corporations
and so are trying to use the
direct influence that
investors can exercise,” he

PIRC, the UK corporate
governance campaign group,
recently launched a CSR
advisory service covering
UK companies, but Fortis
believes Deminor’s service is

“the first to do this on a pan-

European basis,
Jean-Nicholas Caprasse, a
pariner at Deminor, said the
service had been designed so
that other fund managers
could also sign up.

Deminor’s standards draw
heavily on the principles
being pushed by the United
Nations Global Compact, a
voluntary group of compa-
nies_and pressure groups,
and on the Global Reporting
Initiative.

These require companies
to have quantifiable perfor-
mance targets and a board
menber responsible for
social and environmental
issues.

A survey by Deminor for
Fortis of 262 of the FTSE
Eurctop 300 showed a large
gap between CSR rhetoric
and action.

While 77 per cent of the
companies had declared a
commitinent to CSR issues,
just 37 per cent met mini-
mum reporting require-

. p.2
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Comment I

he Global Reporting Initiative
(GRI) Sustainability Reporting

B Guidelines have fast become
the primary reporting framework for
companies taking on the sustainability
reporting challenge.

This trend is with good reason.
The multi-stakeholder framework
provided by the GRI offers reassur-
ance that reports will cover most of
the significant sustainability issues
applicable to nearly all companies.
Far better than conservative-minded
companies deciding these things for
themselves.

However, while a core set of guide-
lines is essential to achieve consistent
reporting across diverse organisations,
a generic set of indicators can fail to
capture aspects of sustainability that
are unique to a given industry sector.

For this reason the GRI and the
Global e-Sustainability Initiative

" jointly convened a multi-stakeholder
task force to develop a telecommuni-
cations “sector supplement” to
accompany the main GRI Guidelines.
This initiative formed part of a wider
trend, with pilot sector supplements
now in place for the finance and
tourism sectors.

The telecommunications task
force developed its supplement over
the course of four meetings span-
ning nine months. The task force
included participants from a range of
constituencies including telecommu-
nications companies, advocacy
groups, trade unions and the
investor community. The individual
participants come from a range of
geographical regions, including
Europe, North America, Asia-Pacific
and Africa.

The key question to consider is

whether the end product demon-
strates a real need for sector supple-

ments — or whether they sound good

in theory but don’t stack up in reality.

1 take the former view. But, as I
am industry co-chair of the multi-
stakeholder process, this should
hardly come as a surprise. The ulti-
maie proof will lie not in my bias
hunch, but in the application of the
supplement by companies and their
use by stakeholders.

There are, however, a number of
reasons for optimism.

Firstly, we concluded that seven
existing GRI indicators (five “core” and
two “additional™) would benefit from
further sector-specific guidance. These
included issues such as product stew-
ardship, indirect economic impacts
and customer health and safety.

Secondly, there were a number of
sector specific issues for which new
indicators could be identified ~ 24 in
all, though differences within the
sector mean that not all companies
will report on all the indicators.

New indicators covered issues
such as mobile phones and health,
the digital divide, access to content
and the Universal Service Obligation.

Many of these indicators were
chosen precisely because companies
are beginning to put them into prac-
tice ~ for example, policies and prac-
tices with respect to the Specific
Absorption Rate (SAR) of mobile
phone handsets.

Other indicators represent an
attempt to arrive at a new indicator to
best represent a sustainability issue -
for example, we have proposed a set
of four indicators around the applica-
tion of telecommunications products
and services by customers.

GRI Guidelines by sector are
a welcome addition |

Dunstan Hope weicomes the new telecomrnumcauons
sector supplement to the main GRI Guidelines - »

These innovations indicate that the
sector supplements have the. poten-
tial to promote comparability within 2
sector and gain similar currency to
the main guidelines. It would certain-
ly be difficult to imagine a telecom-
munications sustamablhty repon that
ignored these issues.

It is also worth highlighting for
other industries considering this
path that the multi-stakeholder
process is something to embrace
rather than to approach with trepi-
dation.

From my company perspective
the process provided an excellent
insight into the priorities of different
stakeholders and stimulated innova-
tive thinking on potential new indi-
cators. And while I can’t speak for
them myself, my guess is that stake-

holders gained an insight into the

practical issues faced by companies

in producing sustainability reports.
The supplement is not perfect, far

from it. But just as the main GRI

_ Guidelines. will benefit from testing

over time, so the telecommunica-
tions supplement will be refined as
part of a “learning by doing” process.

It is often all too easy. to put sig-
nificant effort into a multi-stakehold-
er process but neglect to follow up
on the outcomes. The onus now is
for companies to apply guidelines in
the spirit for which they are intended
- and for stakeholders to use the
reports in a way that demonstrates
their value to companies.

Dunstan Hope was until recently
social policy development manager
at BT. The Pilot Telecommunications
Sector Supplement is available at

www.globalreporting.org and www.gesi.org.

www.ethicalcorp.com
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Effective replies on greenhouse gases
By Roger Adams
Published: December 11 2003 4:00 | Last Updated: December 11 2003 4:00

From Mr Roger Adams.

Sir, It is axiomatic that climate change will provoke an investment climate change. As efforts to
respond to the threat of climate change build momentum, the need for all organisations to assess
their exposure to climate risks is becoming more acute. Increasingly, managers, investors and the
public want more information.on climate-related issues. For data on greenhouse gas emissions and
use of energy efficiency and renewable energy technologies to be of value, however, they will need
to be measured and reported in a consistent and comparable manner.

Here, the Global Reporting Initiative's multi-stakeholder developed disclosure guidelines offer a
ready-made framework. The GRI's sustainability reporting guidelines contain six specific indicators
on energy use and greenhouse gas emissions that can be used now by all organisations for
measurement and public reporting.

Companies using GRI's reporting process stand to benefit in two ways. First, they will have a better
understanding of their own policies and performance. Second, they will be better armed than their
competitors to respond to the complex political, social, ecological, and market forces - including
climate change - that affect their long-term returns. A climate of transparency will be fundamental to
an effective greenhouse response strategy.

Roger Adams, Executive Director - Technical, Association of Chartered Certified Accountants,
London WC2A 3EE

© = requires subscription to FT.com

Find this article at:
http:/news.ft.com/s01 /serviet/ContentServer?
pagename=FT.com/StoryFTlFuIlStory&c=StoryFT&cid=1 0694939040048&p=1012571727279

D Check the box to include the list of links referenced in the article.

e [ an el altimes nrntthis clickability.com/pt/cpt?action=cpt&title=Effective+repli... 12/11/2003
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representative body -for
accountants will' ‘today
launch” an  international
debate on the need for a new
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following US ,csmSmmm
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global debate on whether the.
existing method ‘of :busines:




t the end of. this |
month, the British ;
government is expec- !
ted to signal the beginning
of a drive to make clear the
effects that the biggest com- i
panies in Britain have on :
communities and the envi-
ronment. )
The government is set to:
propose that the country’s
1,000 or so largest businesses

— to be defined by criteria '}

including revenue, employ-
ees and assets — should dis-
close the “material” social
and environmental impacts
of their operations each
year, as part of the operating -
and financial review in their
annual report.

Guidance is currently
being finalised on how to
jdentify a “material” impact.

While this new require-
ment will provoke groans
about bureaucracy in some
quariers, it will be welcomed
elsewhere af a move towards
greater transparency. Many
companies already provide
this kind of information in:
corporate responsibility
reports.

The growth in such report-
ing has been prompted
partly by demand f{rom
investors - who are increas-
ingly concerned about the
risks attached to the social,

. ethical and environmental
impacts of business -~ and
partly by developments such
as the FTSE4Good and Dow

MoncIax,_,NoyeEer 32003

CORPORATE RESPONSIBILITY

Spotlight set to

fall on effects
of big business

Social and environmental impact will soon
be part of UK annual reports, says Roger Cowe

But it has also been given
a push by the growing con-
sensus on what companies
should report and how, espe-
cially with the emergence of
a widely accepted common
framework drawn up- by the
Global Reporting Initiative,

a United Nations-backed }

bodv based in Amsterdam.
 The: GRI - believes that

worldwidé have ‘used its
‘guidelines to some extent,

year ago. Independent
research by Corporate Regis-
ter, which monitors sustain-
ability reporting, reveals
that more than 600 compa-
nies worldwide have pub-
lished hard-copy reports in
each of the past two years,
and in the UK only six of the
FTSE 100 say nothing about
these issues, although not all
produce a special report.
While the quantity of sus-
tainability reporting has
grown rapidly, the quality of
reporting remains patchy.
Many companies seem to
regard a sustainability
report as primarily a public
relations document. Observ-
ers complain that they focus
on “feelgood” subjects such
- as community support, con-
centrate on policies and pro-
cesses rather than targets
and outcomes and fail to
engage with “stakeholders”.
And they fail to provide

Jones Sustainability indices.

independent verification of
their approach and the con-
I tents of their reports.

han. 300. compames-

double the number just a

An internet-based research
project* carried out recently
by ECC, a European network
of public relations compa-
nies, highlighted some
clashes between what com-
panies report and what their
main stakeholders want.

Readers of company sus-
tainability reports said their
purpose was to provide
accountability and transpar-
ency. They wanted a system-

! atic treatment of the issues,

shaped by stakeholder needs
and concerns, not those of
the ccmpany. Interestingly,
given the imminent operat-

{ing and financial review

requirement, most respon-
dents to this survey were in
favour of making sustaina-
bility reporting mandatory
for big companies.

! Martin Le Jeune, head of

corporate responsibility at
the network’s UK affiliate,
says: “Readers’ wairt: waits-

and-all reportmg related ‘to
real business issues and
areas of risk.”

Stakeholder

input is

: important in shaping the
. focus of reports, according to
. Adrian Henriques, who has

been involved in the devel-
opment of social reporting
since the mid-1990s and is
now director of the consul-

‘Stakeholders need
to see their issues,
interests, views and
concerns are voiced
and ultimately
responded to’

tancy JustAssurance.

“Simply asking what
stakeholders think of you as
a company is-not enough,”
he says. “Stakeholders need
to see that. their issues,
interests, -views  and con-
cerns are voiced and ulti-
mately. responded to.”

This. was one of the main
conclusions of research**
published by CSR Europe
(the European Union-backed
business organisation) and
Accountability, a think-tank.
After researching the compa-
nies most active in sustaina-
bility reporting, they con-
cluded that innovation in
how companies engage with
stakeholders was the key to
success and assurance (or
auditing) increased the effec-
tiveness of reporting.

The CSR Europe/Account-
ability research also con-

¢ cluded that reports can have
{ the most impact within com-
' panies.

Accountability has
recently published a stan-
dard for providing assurance
to sustainability reports. It
sits alongside a previous
standard concerned with the
reporting process. Together
with the Global Reporting
Initiative framework, these
guidelines give companies a
clear template for what to
include in sustainability
reports, how to go about it
and how to make sure that
readers will value and trust
the content.

In comparison, the chal-
lenge of producing an oper-
ating and financial review
pales into insignificance.

* Global CSR Reporting Sur-
vey, ECC Kohtes Klewes and
Fishburn Hedges

** Impacts of reporting, CSR
Europe and Accountability
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Ethical from top to bottom

it'stimefora universal

standard on corporate
environmental reporting,
says Allan Fels.

n a few short years, triple bottom
line reporting bas moved from

world’s 100 largest companies
a social or environmental
report, according to a survey by the
CSR Network, a UK consultancy. -
This trend has largely been driven
bythegrowmgnumbu’ofso—alled
ethmlmvemncn!ﬁnu:hwhxd:m

standards. Many of these funds
their pordolios in line with an
mdexmchastheDowJona
Index or the

reporting is
superannuation funds bave begun
offering members the option of
investing their retirement savings in
ethical investment funds. Two of the
biggest super funds to do this are
UniSuper and HESTA, which have
a combined membership of almost
1 million people.
Internationally, a growing
number of companies, including

Royal Dutch/Shell, Ford, Siemens,
Toshiba and General Motors, are
smwtunng their triple bottom line
reporting around a framework .
known as the global reporting
initiative,

The GRI has the backing of the-
United Nations and works in the
same way as the general accepted
accounting principles which guide
financial reporting. It lets
companies focus on what they are
reporting, not which indicators are
the right ones to address. It has been
adapted and applied to a range of
different industry sectors including

FMMM&UMWW%“EMW&MM
: 'venﬁahnn.Fnrthermore,thcreu

producuonandmmnfacumng.

The GR1is fast becoming the de
facto standard defining the triple
bottom line. The Minister for the
Envnonment,Davdecmp. :
acknowledged the benchmark status
Ofpdl':biﬁlommwhne orknugmdehe to
tri ine reporting
released in June.

The emergence of the GRI
standard is crucial as for the first
time it lets investors directly
compare and contrast companies’
performance on environmental and
social indicators, and to accurately
track a company's performance
over time. This lack of consistency
has been a major source of criticism
about triple bottom line reporting,

Unfortunately another oft-cited
problem with taple bottom line, the
lack of credibility of the
environmental and social information
being reported, has yet to be
adequately addressed in Australia.

Most triple bottom line reports
are internally generated. Many have
not been prepared to submit their
reports to independent auditors for

audit do so knowing there will be
icism about the scope for the
auditor to overlook concerns in
order 1o ensure the flow of future
earnings from the company.

If this trap is to be avoided,
Australia needs to establish a well-
regulated system of independent
verification of triple bottom line

reports,

A mix of industry self-regulation
and government oversight similar to
that which has evolved over time in
the financial andit profession is
.desirable. At present, companies
internally generate their financial
accounts according to an agreed
framework. These are checked by a
firm — which f llzgmmdnﬁ:;m

w ollows
determined procedures of
verification, and publicly vouches

f““f'diblmyandqualnyofm |
Rzgnhnomremfomthl,

social reporting. It is time this
mahybepu!andemfavwrof
worhngmgeﬂm'towudl

Theteluhwonldbesomahmg' |
most Australians would endorse:
ourleadm;compamuwozhngas ;
dihgcndytowardumptovmgﬂmr |
environmental and social - ;
petformaneeud:eydotowards
improving their financial
performance.

B Allan Fels is dean of the Australia
and New Zealand School of
Government, and the former
chairman of the Australian
Competition and Consumer
Commission. He will be an
occasional columnist for the AFR.
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LEADERS & LETTERS

Majority of world’s companies have failed to
face up to their human rights responsibilities

From Mrs Mary Robinson.

Sir, I welcome the cpportunity to
respend to the letter of Mr Thomas
M. T. Niles, president of the US Council
{or International Business (December
17), in which he commented on Alison
laitland’s article “Companies say they
~ill work with UN code on human
ights™ (Deceuber 9).

Mr Niles is right to say that many
}cmpaniss are comimitied to respecting
1wman rights. This can be seen in their
inti-discrimination programmes as
vell as labour. heelth and safety
yclicies that contribute to the
ajoyment of fundamental rights. It is
1so welcomze that scme leading
cmpanies are beginning to use
nternational human rights standards
s their benchmark for policy and
cticn, both in the workplace and in
fider society.

But Mr Niles goes too far in
uggesting that this is common
ractice. The great majority of
smpanies around the world have not
iought carefully zbout their
:sponsibilities in relation to human

ghts. A recent survev by the
rzanisation for Economic
s-operation and Development found

at cnly one in five has adepted codes

conduct or shares compliance

in their codes of conduct. Far fewer
participate in third-party auditing of
their social and environmental
performance or employ third-party
reporting systems. In more extreme
cases, companies are directly
responsible for, or complicit in,
riclations of rights - as recent expert
reports of the United Nations Security
Council on the Illegal Exploitation of
Natural Rescurces and Uther Forins of
Wealtk of the Democratic Republic of
Congo clearly show.

Nor does Mr Niles correctly
characterise the UN Ncis on business
and human rights which the UN
Sub-Ccanmission on Human Rights
passed earlier ihis vear. The norms
cffer a single decwment in which all
the existing international human
rights principles applicable to
businesses are gathered.

I agree with Mr Niles that it would
be “dangerous to ‘privatice” the
imgplementation of internaticnal
human rights conventions, iransferring
that responsitility from govermments
to the private sector..”. But this is not
what the UN Norms would do. The
opening paragraph of the document
inakes this clear: “States have the

primary res

law, including ensuring that
transnational corporaticns and other
business enterprises respect human
rights.” |

The norms document is not a treaty,
to be ratified by states, thereby
triggering binding legal obligations.
Rather, it should be seen as a template
corporations can use to set standards.
The norms are more zuthoritative than
the many different codes of conduct
adopted by companies, would apply to
all companies thus providing a level
playing field for business competiticn,
and are more comprehensive in their
subject matter than each of the
existing standards. I would invite My
Niles and others to consider the
example of companies participating in
the Business Leaders Initiative on
Human Rights, which Ms Maitland’s
article describes. These companies
have decided to “road-test” the norms
in their werk. Businesses should
welcome the opportunity to see how far
ihe norms can help them to apply
human rights policies and practices
within their operations.

3lary Robinson,
Executive Director, The Ethical
Globalisaticn Initiative,

~

nair, Business Leaders Initiative on
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"Wednesday October 29, 2003

SEEKING GLOBAL STANDARDS
Companies urged to engage in good citizenship

By KAHO SHIMIZU
Staff writer

In the wake of huge corporate scandals in Japan and the United States, companies are under pressure to be more
socially responsible.

The trend has fed demand for universal guidelines for firms to use in filing
reports on how they are performing in terms of society, the environment and
ethics, according to Ernst Ligteringen, head of the Amsterdam-based nonprofit
organization Global Reporting Initiative, known as GRI.

"It is important to have a global standard (for comparability) because the
economy is (becoming) increasingly integrated at a global level," Ligteringen
said in a recent interview in Tokyo. GR1 released its first guidelines in 2000.

GRI is collaborating with the United Nations Environment Program to promote
the guidelines, which are for use by any company or organization, regardless of
industry sector, size or location.

More than 328 firms in 26 countries have published reports using the
Sustainability Reporting Guidelines. Most of their reports are available on the

companies' Wcb sites.

Ernst Ligteringen

In Japan, 62 companies -- including Ajinomoto Co., Nissan Motor Co., Hitachi Ltd., Sony Corp. and Shiseido Co. --
have referred to GRI guidelines. The number of users in Japan doubled from last year, Ligteringen said.

"It is not surprising that sustainability in Japan is such a pressing issue," because Japan lacks natural resources, he said.
The guidelines cover three categories: economic, social and environmental performance.

Each category has dozens of detailed indicators, including what policy a firm adopts to prevent child labor, what
measures have been taken for energy-saving and waste management, and how a firm maintains compliance
mechanisms to prevent corruption. The economic category overlaps financial statements.

Companies can use any of the indicators, if not the whole package. Most of the reports published by Japanese firms
focus on environmental activities.

Ligteringen noted that this is because environmental issues have traditionally been an emphasis of Japanese firms.

The Japanese government also pays attention. The Environment Ministry's guidelines for corporate environmental
reports, first issued in February 2001, was modeled after the GRI standards, a ministry official said.

Although there are some codes of conduct set out by international organizations, including the U.N., the GRI guidelines
are the first for filing reports, according to Ligteringen.

The Japan Times: Oct. 29, 2003
(C) All rights reserved



FUND MANAGEMENT

alking Japanese

With most pressure on Japanese companies to disclose CSR
information coming from foreign investors, there is an urgent
need to bridge gaps in communication, argues a new report
from ASrlA. Alex Mathias reports

obacco, aicohoi and gambiing are
not considered ‘sinful’ by Japan's

religious standards and there is no Japanese....

Deveiopment, but have avoided investing
because of fears they would be in breach of

their_fiduciary__responsibilities to maximise ..

word for ‘engagement’ — which makes some
of the cornerstones of socially responsible
investing (SR1) in the US and Europe woefully
inadequate for the Japanese market.

There are stark differences between
Japanese and ‘Western’ corporate social
responsibility (CSR) priorities, says the
Association for Sustainable and Responsible

returns.

Most of the CSR reporting pressure on
Japanese companies therefore comes from
foreign investors. Japanese companies make
up a sizeabie proportion of many global SRi
funds and indexes. At the end of October,
they comprised 23% of the holdings of US
asset manager Calvert's World Values

Investment in Asia (ASrlA).In a recent stady, =

Foreign versus local:The debate about SRI priori-
ties in Japan, it attempts to address communi-
cation gaps between Japanese companies and
foreign SRI analysts and investors — a subject
it feels has been neglected.

After an enthusiastic reception for SRl in
Japan — Nikko Asset Management’s Eco Fund
attracted $1 billion within six months of its
Jaunch in August 1999 — Japan’s SRI market
has shrunk back to approximately ¥71 billion
($65| million), hit by the equity market down-
turn. Domestic institutional investors have
shown interest in SRI, says Yuro Satoshi,
Tokyo-based programme director for SRI
research firm Center for Public Resources

Tomoo Machiba, GRI: companies should be judged by
how they have been improving, or by benchmarking

them with their Japanese peers

=International Equity Fund,and [4% of those of 7%

UK fund manager Henderson Global
Investors’ Horizon Global Sustainable
Investments Fund, for example. Both funds are
overweight in Japanese stocks compared to
the MSCI World Index, which had a 9.4%

" weighting for Japan at the end of October.

But the country’s different approach to
CSR means that jJapanese companies are often
not providing the information required by
Western analysts and investors. On the envi-
ronmental side, Japanese companies have
excelled, particularly on product life cycle
analysis and environmental accounting, says
the ASrlA report. During fiscal year 2002/03,
650 Japanese companies published environ-

mental reports, and the figure is
expected to reach 900 this year,
according to the Ministry of
Environment, which published a set
of suggested reporting guidelines
for companies in 2001.

Japan tops the list of countries
using the Global Reporting
Initiative’s voluntary guidelines,
with 67 out of 34| reporters com-
ing from Japan, as of mid-
November. The guidelines offer a
degree of flexibility that allows
companies to report on issues that
they, and their stakeholders, con-
sider relevant to their business and
do not need to report on indica-
tors they deem irrelevant, says
Tomoo Machiba, its Amsterdam-
based programme coordinator.

But, despite these inroads, cru-
cial issues are still not being dis-

. closed by most Japanese reporters,
such as human rights, and labour
rights for part-time workers and
disabled people, says Kyoko
Sakuma, senior analyst at Stock at
Stake, the research arm of Belgian

6 DECEMBER 2003-JANUARY 2004 ENVIRONMENTAL FINANCE

SRI consultancy Ethibel. She adds that many
seemingly robust CSR reports do not cover
companies’ entire operations.

Most Japanese companies have only
begun to tackle social issues in their reports
over the past two years, with about 100 com-
panies now publishing ‘sustainability’ reports
that include a social element, ASriA says.
Human rights, labour management and supply
chain issues remain particularly weak areas, it
notes.

It suggests two reasons why Japanese
companies are laggards in social reporting.
The first is the different cultural and regulato-
ry context in which they are operating.
Companies have been slow to address gender
inequality and problems in labour~manage-
ment relations. Human rights concerns have

.hot been addressed, partly, because of a lack

of government direction, according to the
report. And civil society and non-governmen-
tal organisations have traditionally applied less
pressure on companies, it adds.

second reason lies with the
Western SRI research firms eval-
\ Uating Japanese companies, the
report says. Certain SRI concepts
are not easily understood by Japanese compa-
nies without explanation, and Japanese firms
are also often concerned by "how the infor-
mation supplied would be interpreted”, says
Tessa Tennant, ASrlA’s executive chairwoman,
“There needs to be much more dialogue.”

Questionnaires, often criticised by US and
European SRI participants for being inade-
quate tools to assess companies’ CSR perfor-
mance, are particularly ineffective in Japan.
This year, Stock at Stake stopped using them
with Japanese companies altogether, in favour
of face-to-face interviews, says Sakuma.
Japanese companies, when more closely
analysed in this way, perform similarly to their
overseas counterparts on many CSR issues,

- she adds.

While most SRI participants agree that
CSR criteria should be wniversal rather than
regional, most think Japan’s historical and cul-
tural make-up should be taken into consider-
ation when assessing its companies. They
should be judged “by how they have been
improving year-by-year, or by benchmarking
them against other similar Japanese compa-
nies,” says Machiba of the GRI.

ASrlA’s report concludes that better
communication between Japanese companies
and international SRI research firms will
improve Japan’s reporting standards and inter-
national firms’ evaluations of Japanese compa-
nies’ environmental and social performance.
Tennant points out that Japanese companies
have responded more quickly to the discio-
sure of CSR issues than Western companies.
The number of Japanese environmental
reports went from less than 50 in 1998 to 600
in mid-2002, she says. In five years’ time Japan
will be the leading country for CSR reporting,
she predicts. But it remains to be seen
whether greater disclosure wili be matched
by a boom in the domestic SRl market. 5

%
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PERFORMANCE MEASUREMENT |

Verifying the facts is a difficult task

But key performance indicators are finally becoming more sophisticated, writes Roger Cowe

Executives are fond of the
saying “what gets measured,
gets managed” - and meas-
uring  corporate social
responsibility (CSR) per-
formance has been a boom
industry in the past few
years. .

There is more public
reporting by companies than
ever, and it is no longer
restricted to the largest or
most controversial multi-
nationals. An analysis* pub-
lished this menth, found
that more than half of the
UK’s top 250 companies now
produce some kind of social
or environmental informa-
tion. These figures have
grown rapidly in the past
few years, driven largely by
the requirements for inclu-
sion in stock market indices
such as FTSE4Good, and by
the need to demonstrate
responsible business behav-

- iour.

Report content and quality
varies greatly, and only 45 of
the 132 documents were
independently verified or
audited.

The advance -of .the. Global-

Reporting Initiative (GRI). is-

bringing: greater uniformity,
however, on an’internation-

al Jevel. This: UN:supported,-

multi-stakeholder body- has
developed. a set of generally-

applicable reporting: princi-
ples. .and- measures,. and- is
‘now: working on guidelines
-for.individual sectors.
Research by.the. consultan-
cy,.CSR Network, found that
almost: half..of .the world's
100 . biggest: companies. pro-

duced .a. social or environ-

mental report last year, with

most of. the leaders making
some reference to GRI. Even
S0, comparability will
remain elusive. CSR per-
formance cannot be encap-
sulated in two or three indi-
cators - as financial per-
formance can with meas-
ures, such as sales, earnings
or asset value. ’

Simon Propper, an envi-
ronmental reporting veteran

White collar retirees picket a n

‘and one of the consultants

behind the UK reporting
analysis, says it is naive to
assurne such reports can be
used in the same way as

_financial accounts, to com-
" pare performance directly.

sThe value of CSR reports
is in what they reveal about
a company,” he says. “Good
reports tell you very quickly
that the company has
thought seriously about
these issues — and how they
affect their business.”

That is important, but it is
not enough for investors
who want to rank compa-
nies, nor for customers,
employees oOr campaigners
who want to assess CoOIrpo-
rate responsibility. Increas-
ingly, companies also want
hard numbers to use inter-
nally in performance
appraisal and incentive

schemes, although such
measures tend to be specifi-
cally related to executives’
particular responsibilities,
rather than generic issues.
Measurement is getting

. more sophisticated. Environ-

mental performance is easi-
est to gauge, and one organi-
sation has developed a

_method for narrowing it

down to a single figure.

The company, Trucost,
uses economic modelling
and companies’ own

accounting information to
assess the environmental
“externalities” which are
not captured in convention-
al financial accounts.

The Trucost rating indi-
cates the scale of these
unaccounted costs - and
since this is a single num-
ber, it can be used to com-
pare different companies or

ational auto show in Detroit over health insurance issues AP

the progress of an individual
organisation.

Much of the work on assess-
ing CSR has been done by (or
for) investors. Initially, this
was based on pass/fail crite-
ria which delivered a “seal of
approval”.

This is the case with the
FTSE4Good indices, which
include companies that meet
set standards. They do not
attempt to measure perform-
ance above that minimum to
create a ranking.

The Dow Jones Sustaina-
bility Indices are slightly dif-
ferent. Rather than setting a
hurdle, they include compa-
nies judged to be the most
sustainable in their sector.

There is still no attempt to
rank  index members,
although the DJSI does
name sector leaders. For
example, Toyota has just



